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ABSTRACT
FOLLOW THE CROWD: HOW VIRAL SOCIAL INFORMATION AND SOCIAL
IDENTITY INCREASE INVESTORS’ SUBOPTIMAL INVESTING DECISIONS
STEPHEN KUSELIAS, B.B.A., UNIVERSITY OF MASSACHUSETTS AMHERST
Ph.D., UNIVERSITY OF MASSACHUSETTS AMHERST
Directed by: Professor Christopher P. Agoglia
Recently enacted standards have formally allowed organizations to offer equity using the
crowdfunding model. The crowdfunding model raises capital over the internet by soliciting
relatively small contributions from a relatively large number of people who make up a “crowd”
(Mollick 2013). Organizations using equity crowdfunding strive for the spread of viral social
information to solicit investments (Belleflamme, Lambert, & Schwienbacher 2014). However,
research has not yet explored how virality impacts investor decision making. In this study, I
investigate whether viral social information can shift investors away from financial maximization
goals, leading them to make suboptimal investing decisions. Social identity theory predicts that
people can be provoked to act as representatives of their group rather than their individual selves
(Tajfel 1981; Tajfel & Turner 1979). I predict and find that positive viral social information
focused on an equity crowdfunding organization leads investors who strongly identify with that
organization to invest in that organization, even when that organization is relatively suboptimal.
In addition, I explore whether investors’ perceptions of negative viral social information are
moderated by their social identity (Ellemers, Spears, & Doosje 1999; Nadler and Halibi 2006). I
predict that investors who strongly identify with an organization experiencing negative viral
social information will feel threatened and defensively invest in that organization. Although
results are directionally consistent, I do not find support for my prediction. The findings of this
study will be of interest to investors, regulators, and crowdfunding organizations.
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CHAPTER 1
INTRODUCTION

1.1 Introduction
After the 2008 financial crisis, small to medium-sized businesses consistently
found it harder to obtain financing from traditional banking and equity sources due to
their lack of credit and operating history (Stemler 2013). To reduce this funding gap by
opening access to new sources of capital, the Jumpstart Our Business Startups (JOBS)
Act (2012) was signed and placed into law, calling for the Securities and Exchange
Commission (SEC) to lessen existing disclosure requirements for offerings that solicit
investment from less wealthy individuals. Businesses may now offer equity using a
model that operates by soliciting relatively small contributions from a relatively large
number of investors over the internet (Mollick 2014), marking uncharted territory for
investors, regulators, and organizations. This model, known broadly as crowdfunding,
has been growing by billions of dollars each year globally and is projected to become
bigger than other startup investing markets (e.g., venture capital)1 by the end of 2016
(Massolution 2015).
While it may make more capital available to smaller companies, some
commentators are concerned that crowdfunding equity offerings may be too risky for
nonprofessional investors, and relaxed rules over disclosures normally required for public
companies may obscure these risks (Hazen 2012; Bradford 2012). In an effort to answer
these concerns, the SEC endorses investor reliance on social information, stating “. . .
individuals decide whether or not to fund an idea or business after sharing information
1
Venture capitalists operate in the pre-IPO market and provide capital and expertise to companies that might otherwise have difficulty
obtaining financing (Gompers and Lerner 2001).
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with each other” (SEC 2015, p. 141). The SEC expects that social information from “the
crowd” will inform individual investors on whether or not to provide funding for a
particular investment (SEC 2015). However, not much is known about how social
information impacts investor decision making. If social information shifts investors away
from financial maximization goals, it could lead an already vulnerable investor class to
make risky investing decisions. This study examines whether social information distorts
investors’ investment decisions in an equity crowdfunding setting.
1.2 The Spread of Social Information
The popularity of social networks has enabled the exponential spread of social
information among users of those networks, a phenomenon known as “going viral”
(Swanepoel, Lye, & Rugimbana 2009). Viral social information is seen by more people,
lasts longer, and is more accessible than face-to-face word of mouth social information
(Bruyn and Lilien 2008). Whether it is positive or negative, virality appears to provoke
responses and actions among many individuals. As an example of positive virality, the
“ice bucket challenge” recently swept across the nation, causing people to dump a bucket
of ice water over their heads after being challenged by their friends on social media.
Millions of dollars were raised for the Amyotrophic Lateral Sclerosis Association during
the challenge (Steel 2014) because of the viral spread of positive support, not a detailed
analysis or rigorous vetting by the crowd. This implies that organizations can benefit
from the spread of positive viral social information, although research has not yet
investigated the ways that such information influences decision makers.
On the other hand, not all virality is positive, and negative information can spread
just as quickly and easily across social networks. McDonald’s sought to engage its
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customers on Twitter by asking them to share their #McDStories. Twitter users took the
opportunity to respond with graphic personal experiences and mocking tweets, such as
“Fingernail in my BigMac once #McDStories” (Lubin 2012). Examples like this
demonstrate the dark side of virality which could harm an organization’s brand (Park and
Lee 2009) or, even worse, lead to boycotts of a company due to high levels of social peer
pressure (Klein, Smith, & John 2005). Despite the risk of an organization provoking
negative virality through online engagement, many organizations still seek to generate
positive buzz, though they cannot control responses.
Early research notes that organizations using the crowdfunding model also strive
for the spread of viral social information to generate support (Belleflamme, Lambert, &
Schwienbacher 2014). In fact, the SEC views this type of social information as a “central
tenet” of their equity crowdfunding initiative (SEC 2013, p. 11). Although viral social
information that spreads among social networks and reaches a large number of people
could potentially attract investments for an equity crowdfunding campaign, it is unknown
whether investors will utilize viral social information unrelated to an investment
alongside pertinent financial information about that investment. If virality can elevate
certain preferences in investors that lead them to make investments without fully
considering the financial strength of the organization, there could be unintended
consequences when relying on the “crowd” to inform investor decision making in a
crowdfunding setting.
1.3 Social Identity
Virality targeting an equity crowdfunding organization might activate a different
set of goals and motivations for certain subsets of investors. Social identity theory
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predicts that people can be provoked to act as representatives of their group rather than as
their individual selves (Tajfel 1981; Tajfel & Turner 1979). This can lead individuals to
sacrifice their own personal interests on behalf of a group’s interests under certain
circumstances. Related to this, organizations can have identities that they project to
consumers and stakeholders for strategic reasons (Scott and Lane 2000). If an
organization’s identity overlaps with an individual’s identity, it is possible that an
individual might perceive the organization as a fellow representative of their group
(Bhattacharya and Sen 2003). When an organization is the focus of positive virality, it
could activate the social identity of investors who share a strong identity with that
organization. This could cause investors who share an identity with an equity
crowdfunding organization to increase their investment in that organization even if there
is financial information that suggests it is suboptimal relative to other investments. If this
is the case, positive virality could shift investors away from fully considering the risks
and implications of their investing decisions for financial gain purposes.
Although one might expect negative virality to discourage investors from
investing in an organization, investors who share an identity with that organization may
perceive this negative virality as a threat to their own social identity. Threats to social
identity can elicit defensive responses from individuals who are deeply committed to that
identity (Ellemers, Spears, & Doosje 1999; Nadler and Halibi 2006). If this is the case, an
investor could seek to protect the value of their social identity by supporting the
organization through investment, even if that investment is suboptimal. This implies that
negative virality can provoke defensive responses from certain investors, causing them to
disregard their personal interests in favor of their social identity.
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1.4 Overview of the Study
My experiment investigates the effect of virality and an individual’s social
identification on suboptimal investing decisions. Nonprofessional investors were
endowed with a sum of money to invest among two information technology companies
seeking capital through equity crowdfunding. Although both companies were very
similar, one company was designed to have relatively weaker future profit potential,
making it a suboptimal investment compared to the other one.2 In order to align investor
incentives with optimal investing decisions, investors were informed they would receive
higher payouts for allocating more investing dollars to the company with the better longterm profit potential.
To test my theory, I employed a 2x3 fully-crossed between-participants design.
My first variable, social identity, has two levels (low/high identification) and was
determined by measuring participants’ preferences. Participants who shared a strong
identification with the company that represents the suboptimal investment were classified
as high identifiers and those that did not were classified as low identifiers. For my second
variable, virality, participants were randomly assigned to view positive viral or negative
viral social information about the suboptimal investment, or they viewed viral social
information about an unrelated entity (non-viral condition). After reviewing both
companies, participants reached an investment allocation between the two companies,
which is the dependent variable of this study.
1.5 Preview of Results
The results of my experiment are partly consistent with my predictions. First, I
2

For this study, I consider the SEC’s goals of protecting investors and informing investor decision making through disclosure when
employing the term “suboptimal.” In this case, the SEC expects that social information will help investors to make sound investment
decisions, but would consider it suboptimal if that social information leads investors into undesirable financial positions.
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find that, compared to the non-viral condition, positive virality triggers high identifiers to
invest significantly more in the suboptimal investment than low identifiers. In a follow up
analysis, I test a moderated parallel mediation model which shows that positive virality
causes high identifiers to feel more solidarity with the suboptimal investment. However,
the same positive virality does not cause low identifiers to feel more solidarity with the
suboptimal investment. This result demonstrates that positive virality is triggering a
stronger connection between high identifiers and their in-group. While I do not find
evidence for my predictions regarding negative virality, the results indicate that responses
were directionally consistent with my prediction.
This study presents several contributions. To the best of my knowledge, this study
marks the first experimental investigation into the impact of virality on investor decision
making. Because the SEC is encouraging investors to utilize crowd-generated social
information in equity crowdfunding markets, my study informs regulators of the potential
dangers of positive virality. My findings demonstrate that viral positive social
information can shift investors into relatively suboptimal investment choices. That is,
contrary to SEC expectations, viral social information may not be a resource that can
adequately supplant reduced disclosures under crowdfunding regulations because it can
actually mislead investors even when that social information does not contain
information related to the investment. Additionally, this study contributes to the
psychology literature by demonstrating that positive virality can trigger the social identity
of nonprofessional investors, leading them to feel more connected to the group and its
members. Future social identity research should investigate this phenomenon further as
the use of social media continues to increase. This is also the first study to show that
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social identity can lead investors to make decisions that result in the actual sacrifice of
personal finances in an experimental setting. Finally, this study highlights the potential
risks that investors face when they view viral social information about an equity
crowdfunding organization. Since equity crowdfunding is now available in the US to
anyone with an internet connection, social information exchanged on social networks
may lead nonprofessional investors to make investing decisions that put them at
heightened risk of loss.
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CHAPTER 2
LITERATURE REVIEW
2.1 Introduction
This chapter reviews several areas of literature in order to build a foundation for
investigating the influence of social information on equity crowdfunding investing.
Additionally, this chapter reviews literature in psychology and marketing to develop the
relationship between social information and social identity. The second section reviews
nascent research on non-equity crowdfunding. The third section outlines the recent
regulatory changes that have allowed for equity crowdfunding in the US. The fourth
section reviews the electronic word of mouth literature. The fifth section discusses social
identity theory and social identity threats. Finally, the sixth section offers concluding
remarks.
2.2 Non-equity Crowdfunding
In recent years, entrepreneurs and small businesses have been utilizing a relatively
new fundraising model that has given them access to additional sources of capital.
Entrepreneurs using this model, known as crowdfunding, pitch their product using the
internet to attract a crowd of backers who support that project monetarily (Belleflamme et
al. 2013). Crowdfunding success hinges on a relatively large number of people investing
relatively small amounts of money (Mollick 2014). Crowdfunding has recently exploded
in popularity, raising billions of dollars in 2014 and is projected to raise more money than
venture capital by the end of 2016 (Masssolution 2015).
To use crowdfunding, entrepreneurs pitch their business ideas to potential
8

investors using intermediary websites known as crowdfunding platforms (e.g.,
Kickstarter, GoFundMe, IndieGogo). Most of these platforms impose guidelines on
organizations that seek funds using their website. A crowdfunding campaign normally
has a predetermined fundraising goal that must be reached within a finite period of time,
otherwise all money pledged during the fundraising period is returned to contributors. In
exchange for contributions, crowdfunding organizations promise some type of reward for
backers contingent on the individual level of support. However, entrepreneurs are unable
to offer equity to their supporters without triggering stringent compliance with SEC rules.
Instead, organizations offer non-equity rewards that range anywhere from lavish parties
for generous contributions to a mere thank you for smaller contributions. Although
rewards can help to secure contributions, there is a risk that these rewards may never be
delivered to contributors (Mollick 2014). Thus, prudent backers evaluate the feasibility of
a particular project by evaluating the entrepreneur’s pitch to help them decide whether or
not they want to make a contribution to a particular project.
The pitch screen typically provides viewers with information related to the
organization or product. In addition to detailing steps related to the development and
execution of a project, organizations often produce a professional video that is headlined
in the pitch. Organizations can also use pictures and other media to catch backer attention
and generate interest. Intertwined with pitch-related information is aggregated social
information that allows viewers to see the current status (and opinion) of the crowd. This
social information includes the current number of supporters and the current amount
pledged to that pitch (relative to the funding goal). Taken together, many of these cues
create a unique combination of information for decision makers to utilize. However,
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social information in particular has been an early focus of interest in crowdfunding
research.
Because non-equity crowdfunding is still relatively new, research has only just
begun to examine how social information fits in with this emerging market. In an
exploratory study on non-equity crowdfunding, Mollick (2014) used a dataset of virtually
all Kickstarter projects between 2009 and 2012 to investigate factors that impacted a
successful crowdfunding campaign.3 The descriptives of his sample showed that 48.1%
of Kickstarter projects successfully met their fundraising goal. His logistic regression
used a binary dependent variable that was coded as 1 when an organization was
successfully funded and 0 when it failed to meet the goal. Of note, he found that an
entrepreneur’s number of Facebook friends has a significantly positive relationship with
the successful funding of the project. He also found in supplemental analyses that
crowdfunding at least partially mitigates geographical constraints that are typically found
in traditionally funded entrepreneurial ventures. These exploratory findings point to the
possibility that social networks and effective social presence are important predictors for
the success of a non-equity crowdfunding campaign. Additionally, the reach of social
networks on the internet allows non-equity crowdfunding pitches to expand beyond a
local geography to an untapped crowd of potential investors.
Other studies have built upon the findings of Mollick (2014) and looked at other
aspects of the influence of social networks on non-equity crowdfunding. Colombo,
Franzoni, & Rossi-Lamastra (2015) proposed that the social goodwill an entrepreneur
builds within a specific non-equity crowdfunding platform, referred to as internal social
capital, impacts the success of a project. They find that internal social capital has a
3

This study excluded campaigns that were exceptionally small (less than $100) or exceptionally large (over $1 million).
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positive effect on early contributions to non-equity crowdfunding organizations. Related
to this, Agrawal, Catalini, & Goldfarb (2011) compare the investment patterns of
family/friends and compare it to unrelated parties. They find that social capital from a
friends and family network has a significant positive relationship with funding and this
network is insensitive to the current level of funding for a particular crowdfunding
campaign. In contrast, outsiders who fund crowdfunding projects tend to rely on the
current level of funding as a cue for investment. In total, these studies begin to build a
case for the importance of social networks in the crowdfunding setting.
While this research has provided initial evidence of the power of social
information for crowdfunding success, new regulatory developments have created a new
crowdfunding environment that will mix social information in a financial investing
setting.
2.3 The JOBS Act and Equity Crowdfunding
Until recently, it was cost prohibitive for businesses to offer equity to the general
population using the crowdfunding model because doing so would have required
compliance with the full SEC registration process (Hazen 2012). Although previously
enacted regulations (Regulation A) provided limited exemptions from the registration
process for equity offerings, it did not fit well with the crowdfunding model because it
limited the participation of non-accredited investors. It also allowed individual state
scrutiny on equity transactions, making rule compliance cumbersome for offerings across
state lines. However, the high profile successes of non-equity crowdfunding projects
rankled backers who wanted shares of the organizations they supported. Sensing an
opportunity to address these concerns and create additional funding avenues for
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organizations, Congress passed the Jumpstart Our Business Startups (JOBS) Act to allow
organizations to offer equity to investors without triggering the full set of regulatory
requirements normally required. These rules were formalized recently by the SEC in an
amendment to Regulation A called Regulation A+. Regulation A+ provides two tiers of
exemptions to entrepreneurs. Tier 1 limits organizations to offerings of $20 million but
does not require them to file ongoing disclosures with the SEC, such as financial
statements. Unfortunately for crowdfunding, Tier 1 carries over an original restriction of
Regulation A and does not circumvent local state laws, potentially subjecting the
entrepreneur to compliance with multiple sets of laws depending on the domicile of their
investors. Because of this, Tier 1 is not likely to be useful for the crowdfunding model.
However, Tier 2 is much more favorable toward the crowdfunding model. Although it
requires organizations to produce audited financial statements, the rules allow an
organization to bypass compliance with individual state laws. It also allows offerings
under $50 million to be issued to an unlimited number of non-accredited investors. Thus,
Tier 2 of Regulation A+ effectively enables equity crowdfunding in the US, creating a
unique investing environment for non-accredited investors who have previously been
severely restricted from investing in startup enterprises.
Regulation A+ also introduces other elements of the crowdfunding model to this
new market that were previously prohibited from traditional equity offerings. For
instance, organizations using a traditional initial public offering cannot issue colorful ads
or videos when announcing the offering to the public. Instead, companies are required to
use “tombstone ads” which are pallid, black and white disclosures that present a minimal
amount of information related to the deal (Securities Act of 1933). However, equity
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crowdfunding projects can utilize videos and other communication that emphasize their
growth potential while glossing over the potential risks of investing in their organization
(Hazen 2012). Because Regulation A+ reduces certain disclosure requirements and
alleviates certain restrictions over advertising, some commentators are concerned that
investors in this market may not fully consider the risks involved with making
investments in equity crowdfunding organizations (Bradford 2012; Hazen 2012). Instead,
the SEC envisions that investors will be able to make investment decisions based on the
social information shared between members of the “crowd”. Referring to this social
information as the central tenet of crowdfunding, the SEC notes that “members of the
crowd are expected to help evaluate the idea or business before deciding whether or not
to invest” (SEC 2013, page 12). However, the impact of social information is virtually
unknown in an equity crowdfunding setting and may have negative consequences for
nonprofessional investors.
2.4 Electronic Word of Mouth
Peer to peer information exchange has existed for centuries and been the subject
of extensive research. People have often observed others to inform decision making in
many a wide variety of circumstances. The literature consistently demonstrates the power
of peer pressure, which can cause people to do strange or even questionable things to fit
in with a crowd. Whether it is facing the wrong way in an elevator or ignoring cries for
help (Asch 1951; Latane and Darley 1969), social cues from others have a powerful
influence on human behavior. One form of this social information is the direct exchange
of information between two (or more) people, known as Word of Mouth (WOM). The
marketing literature describes WOM as one of the most effective marketing strategies
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(Misner 1999). Early research shows that WOM is significantly more persuasive to
consumers than newspapers or magazines (Katz and Lazarsfeld (1955) and subsequent
research extends this finding by showing that it influences consumers more than
independent product testing by Consumer Reports (Herr, Kardes, and Kim 1991). While
research has demonstrated the importance of WOM, recent advances in technology have
changed the way that WOM is communicated among people.
Historically, WOM was exchanged via face to face conversations or over the
phone. Any information shared during a conversation was missed by those not privy to
that conversation. Thus, the spread of WOM required people to continue actively passing
that information to others. Today, advances in technology have allowed WOM to be
shared publicly over the internet. This new form of WOM has been referred to as
Electronic Word of Mouth (eWOM). eWOM has been defined as “any positive or
negative statement made by potential, actual, or former customers about a product or
company, which is made available to a multitude of people and institutions via the
internet” (p. 39, Hennig-Thurau, Gwinner, Walsh, & Gremler, 2004). eWOM is is
persistent, accessible, and can spread much more rapidly than traditional WOM (Kamins
2014). Because of these factors, eWOM can reach many more people than face to face
word of mouth, capturing decision makers’ attention and triggering their interest (Bruyn
and Lilien 2008). Because eWOM can potentially reach much larger audiences than
WOM, research has focused on how eWOM impacts consumer decisions.
Early eWOM research has investigated the type and amount of information being
exchanged on internet platforms. Specifically, because eWOM about a product can be
positive or negative, the valence of eWOM has been of interest to researchers. While
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positive eWOM either directly or indirectly encourages people to purchase or use a
product/service, negative eWOM involves product denigration and encourages people to
stay away from adopting a product (Liu 2006). Additionally, the amount of eWOM being
exchanged is often observable to others, making that an important social cue that might
be influencing consumers. Chevalier and Mayzlin (2006) examined public book reviews
on Amazon.com and Barnesandnoble.com to determine whether the valence of these
reviews had some influence on book sales for these websites. Using a randomly selected
sample of books printed between 1998-2002, they analyzed their data using a regression
of review valence, number of reviews, and other control variables on book sales. They
found that improvements in the overall valence of reviews increased sales at the website
on which the reviews were located. They also found a significantly positive relationship
between the number of reviews and the sales of that particular book. Finally, they found
that the influence of poor reviews is stronger than the influence of favorable reviews on
sales. In a related study using a different industry, Liu (2006) utilized movie message
boards to determine the impact of eWOM on the box office proceeds for that movie.
Relying on Yahoo message boards, he found a significant positive relationship between
the volume of the postings related to the movie and the movie sales. These findings
demonstrate that eWOM has a relationship with consumer purchasing decisions, and that
both the valence of the reviews and the number of reviews are incrementally predictive
for the dependent variable. However, these studies only examined these relationships
using archival data, leading to the need for experimental research to extend some of the
findings and determine whether consumers are using this information to make decisions.
Park and Lee (2009) extend these findings in their experiment on eWOM valence
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and product type and how these factors impact customer perceptions of a product. In their
experiment, they developed a set of eWOM cues from fictitious customers that were
designed to evoke either negative or positive feelings about that product among
participants. Additionally, the type of product was also varied to determine whether
eWOM differentially impacts distinct classes of goods. One type, search goods, is a
product where complete information can be gathered about the product before purchase.
The other type, experience goods, is a product where the attributes cannot be fully
ascertained until after the product is experienced by the consumer. Findings show that
eWOM valence has a greater influence on consumer decision making for experience
goods because of the uncertainty associated with them compared to search goods. Also,
negative eWOM has a stronger impact on consumer purchasing intentions than positive
eWOM. These findings help to establish the causal relationship between eWOM and
consumer decision making, highlighting how consumers are utilizing and relying on this
information to make their decisions. However, experimental research has not investigated
whether a high volume of eWOM has an influence on decision making.
The rise in popularity of social networks has led to the increase of information
sharing among and between social circles. When this eWOM reaches high volumes and
spreads in an exponential manner, it becomes viral (Swanepoel et al. 2009). Viral eWOM
can spread ideas and content across many different social circles. However, both the
antecedents and impact of viral eWOM are still virtually unknown to researchers. As
established in the previous section, eWOM is being observed and used by consumers for
their decision making. If viral eWOM can reach many different people with different
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interests, it might also reach subsets of people who relate to or identify with the content
of that eWOM.
2.5 Social Identity Theory
Although people have individual interests that normally guide their behavior,
sometimes they override these interests and make decisions on behalf of a group
membership (Tajfel 1981; Tajfel & Turner 1979). An individual’s membership in a social
group, or social identity, is an important predictor for many different patterns of human
behavior, especially in intergroup contexts. Social identity theory has a significant body
of research that has found that in-group members show favoritism toward other group
members, behave consistently with group norms, and discriminate against out-group
members (Ellemers et al. 1999). Interestingly, people do not need to have long histories
with a particular social identity to begin exhibiting this type of behavior. One early study
by Tajfel, Billig, Bundy, & Flament (1971) examined how categorizing participants into
a group would influence their decision making in an intergroup context. Even when
group assignment was arbitrary to the participant, the authors expected that mere
categorization would cause participants to behave prototypically on behalf of the group.
In the study, participants engaged in a dot estimation task and were told they were either
over-estimators or under-estimators after completing the task. Participants who were
categorized showed significant amounts of in-group favoritism toward their new group
when allocating rewards and penalties among all groups, despite the fact that their
assignment to that group was fairly irrelevant. Although this study was only one of many
to show how robust the effects of social identity are, people do not typically act on behalf
of a group membership unless that social identity is made salient to them.
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Generally, people act with their individual interests in mind unless they are
incited to act as a representative of their social identity (Reynolds, Turner, & Haslam
2000). Sometimes these triggers can be something as simple as categorizing someone in a
particular group (i.e., in-group) and others in a different group (i.e., out-group). Billig and
Tajfel (1973) demonstrated this in an experiment where they either assigned school
children to a group or did not categorize them explicitly in a group. Participants assigned
to a group demonstrated significantly more in-group favoritism and more out-group
discrimination than the control condition. Although only one example, this study is one
of many that demonstrates that once a social identity is made psychologically salient, it
can cause people to act on behalf of their group. If social identity is activated, people tend
to respond consistent with the norms and interest of the group rather than their personal
interests. However, an active social identity is not enough to predict how someone will
act in a given context, as not all people have the same commitment to a particular social
identity.
The level of association one has with a particular group, or in-group
identification, has been found to be an important moderator for predicting decision
making in the social identity literature (Ellemers et al. 1999). People who strongly
associate with a particular social identity are known as high identifiers. High identifiers
are willing to sacrifice their individual interests and adhere to group norms for the benefit
of their social identity (Ellemers, Spears, & Doosje 1999). Not everyone strongly
identifies with a particular identity, however, and these people tend to distance
themselves from a particular group when it is experiencing hard times. They are more
fluid in their group memberships and are more likely to stick to their personal interests.
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Thus, when someone is placed in a context where social identity plays a role, high
identifiers are much more likely than others to change their behavior to act on behalf of
their group membership.
An early investigation of in-group identification came from Ellemers, Spears, &
Doosje (1997). In their study, they investigated the impact of in-group identification on
individual mobility to other groups. After participants took an ostensibly accurate
personality test, they were each assigned to a group based on their “test results”.
Unknown to them, all participants were assigned to the same group and were told that
their test scores either indicated a high level of involvement with their assigned group
(high identifier) or low level of involvement with their group (low identifier). Findings
demonstrated that low identifiers had a stronger desire to leave their current group and
move to a higher status group (relative to high identifiers). These findings support the
idea that low identifiers are quicker to align with more desirable groups when given the
choice, making low identifiers more likely to disassociate themselves from a group they
do not strongly identify with. On the other hand, high identifiers are more committed to
their group and are willing to stick with their current group membership despite its low
status. In a related study, De Weerd, Ellemers, & Klandermans (1996) used a sample of
farmers to examine whether in-group identification had some bearing on the willingness
of group members to take action. Findings showed a significant positive relationship
between in-group identification and the farmers’ willingness to act on behalf of their
group, indicating that high identifiers were much more likely to take action on behalf of
their farmer identity compared to low identifiers. These studies demonstrate the
importance of in-group identification when predicting how people might react when their
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social identity is active. It appears that once a social identity is activated, high identifiers
are more willing to engage in group membership consistent behavior relative to low
identifiers.
2.5.1 Social Identity Threats
Groups can sometimes experience attacks from outside parties which can reach
the attention of in-group members. While these attacks, known as social identity threats,
come in many forms, Ellemers, Spears, & Doosje (2002) categorize them into three major
types: threats to group distinctiveness, threats to the group value, and threats to the
relative status of the in-group compared to an out-group. Each type of threat tends to
provoke member responses that attempt to address that threat in particular. For instance, a
threat to in-group value might elicit defensive reactions designed to restore the value of
the in-group or reduce the value of the out-group (Branscombe et al. 1999). However,
even though a social identity threat might be attacking the group as a whole, in-group
members can feel the harm of these attacks personally and seek to act in response. How
an in-group member responds is dependent on their commitment to their social identity.
When someone experiences a social identity threat, their response to the threat is
also moderated by their in-group identification. As mentioned previously, high identifiers
are much more likely to react on behalf of their social identity because that identity is
important to them. Since low identifiers are not as committed to their group, they are less
likely to respond to threats, and can even seek to disassociate themselves with that
identity (Branscombe et al. 1999). Nadler and Halibi (2006) investigated how people with
different levels of in-group identification responded to helping behavior from an in-group
member or a high status out-group member. Their expectation was that help from a high
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status out-group member would be perceived as a social identity threat and high
identifiers would be more likely to react defensively after receiving this help. The authors
manipulated high identification by having participants read a passage about the
contributions and advances made by their in-group, whereas low identifiers read a neutral
passage. They found that high identifiers who received help from the out-group
demonstrated significantly more in-group favoritism compared to those who received
help from a fellow in-group member. Low identifiers were unaffected by the membership
of the helper, responding with similar levels of in-group favoritism regardless of
condition. This suggests that high identifiers respond more defensively to threats than
low identifiers. While it also shows that in-group favoritism is one outlet that people use
when responding to social identity threats, other studies have investigated alternative
types of reactions to social identity threats.
Nadler, Harpaz-Gorodesky, & Ben-David (2009) investigated how people might
engage in novel reactions to address social identity threats. The authors proposed that
people could respond to an out-group threat by giving those in the out-group additional
help. The dependent variable of interest was the amount of defensive help given by the
participant to the out-group. In the study, school children were given an identification test
to determine whether they were high or low identifiers with respect to their school
(participants were classified based on the median split of the identification test). After
taking the identification test, participants were informed that a rival school near them had
scored higher than their school on knowledge tests, operationalizing a social identity
threat against participants. High identifiers were found to respond to the social identity
threat by defensively helping the out-group significantly more when threatened compared
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to high identifiers who were not threatened. However, low identifiers were insensitive to
the social identity threat and responded with the same level of defensive helping across
conditions. Because the social identity threat challenged the ability level of the in-group
school, giving extra help to the out-group was the outlet in-group members used to
address the threat. This study not only demonstrates that high identifiers tend to react
more defensively to identity threats than low identifiers, but they are willing to use
unique reactions to mitigate perceived damage from that social identity threat.
Taken together, these studies suggest that social identity threats can evoke
responses from high identifiers who seek to restore the value of their attacked identity.
However, low identifiers are not as reactionary as they seem to be either insensitive to
threats or seek to disassociate themselves from that identity. Accounting research has not
yet examined how social identity threats might influence investors in an investment
setting.
2.5.2 In-Group Identification Scale
While there has been an extensive amount of research on social identity, many
different measures have been used to validate the underlying theory. Building upon a
considerable amount of prior research in the social identity literature, Leach et al. (2008)
developed a validated scale that measures the in-group identification of an individual.
The authors propose and validate a scale that includes five dimensions of in-group
identification: Individual Self-Stereotyping, In-Group Homogeneity, Satisfaction,
Centrality, and Solidarity. First, self-stereotyping involves one’s willingness to classify
themselves as the prototypical in-group member. The more willing someone is to
stereotype themselves in a group, the more that person identifies with that particular in-
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group. Second, homogeneity deals with one’s perception of the similarity among group
members. Research has found that the more someone identifies with their group, the
more they tend to find common ground with their fellow members. Third, satisfaction is
one’s positive feelings toward a group membership and is indicative of stronger in-group
identification. Fourth, centrality measures how close a particular social identity is to
one’s self concept. If a particular social identity tends to be more active and on the front
of someone’s mind consistently, it is said to be more central to their self-concept. Finally,
solidarity measures the strength of a psychological bond with fellow members. This
feeling of commitment to the in-group reflects how close someone feels to other in-group
members. Certain subscales from this paper will be important for verifying the
underlying theoretical predictions from my paper.
2.6 Conclusion
In this chapter, I have reviewed the literature from management, psychology,
marketing, and other fields that are relevant to crowdfunding, electronic word of mouth,
and social identity theory. In the next chapter, I will use this research to build hypotheses
and describe the experimental method I use to test those hypotheses. Results will be
presented in the subsequent chapter.
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CHAPTER 3
HYPOTHESES AND METHODOLOGY
3.1 Introduction
This chapter outlines relevant background information, develops hypotheses, and
discusses the method I use to test my predictions. The next section presents background
information relating to crowdfunding and social virality. The third section develops the
hypotheses by drawing on relevant theory in Chapter 2. The fourth section discusses the
overall design and operationalization of my experiment.
3.2 Background
3.2.1 Crowdfunding
Before the JOBS Act, it was cost prohibitive for businesses to offer equity to the
general population using the crowdfunding model because doing so would have required
compliance with the full SEC registration process (Hazen 2012). However, an
organization that provides an alternative reward for their backers is not required to
comply with SEC registration. This led to the creation of non-equity crowdfunding
projects that provided some type of non-equity reward or acknowledgement to their
backers, soliciting contributions on intermediary websites known as platforms (e.g.,
Kickstarter, IndieGoGo). From lavish parties for generous contributions to a mere thank
you for smaller contributions, these one-time rewards provide a form of return to backers
but do not allow them to share in the future profits of the business. In light of the recent
successes of high profile non-equity crowdfunding campaigns, Congress enacted the
JOBS Act to allow an organization to offer an equity stake to potential shareholders in
exchange for their investments while utilizing a model similar to non-equity
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crowdfunding. However, recent issues with non-equity crowdfunding projects, such as
project failures or cash shortfalls, point to a possible downside of allowing organizations
to offer equity using crowdfunding (Mollick 2014; Shchetko 2014). Reminiscent of boiler
room sales tactics, equity crowdfunding projects can utilize videos and other
communication that emphasize their growth potential while glossing over the potential
risks of investing in their organization (Hazen 2012). Because the type of organizations
that use equity crowdfunding tend to carry a higher default risk than more established
businesses (Bradford 2012), nonprofessional investors with low net-worth could place
themselves in a precarious position by investing in these markets. The vulnerability of
nonprofessional investors has prompted warnings that the SEC should actually implement
stricter requirements for equity crowdfunding organizations (Bradford 2012; Hazen
2012).
Originally, the SEC provided exemptions from the registration process for certain
organizations under a set of rules known as Regulation A. Although Regulation A was
enacted to facilitate less costly equity offerings for organizations, these exemptions
limited the participation of low net-worth individuals, or non-accredited investors,4 which
did not fit well with equity crowdfunding. Regulation A+ amends Regulation A,
alleviating this constraint by allowing organizations to issue equity to non-accredited
investors without complying with the full requirements of registration designed to protect
investors (SEC 2015). Offerings under $50 million may now issue equity to an unlimited
number of non-accredited investors, however they must still produce audited financial
statements. While Regulation A+ effectively enables equity crowdfunding in the US, it
4

An accredited individual investor is defined by the SEC as either 1) someone with total earnings of $200,000 ($300,000 with a
spouse) in each of the two previous years and reasonably expects the same for the current year or 2) has a net worth of $1 million
(either together with a spouse or alone). Individual investors that do not meet either criterion are considered non-accredited
(Regulation D 2013).
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also leaves investors more vulnerable without the safeguards of the full SEC registration
and disclosure required for typical offerings. Instead, the SEC envisions that investors
will be able to make investment decisions based on the social information shared between
members of the “crowd”. However, the impact of social information is virtually unknown
in an equity crowdfunding setting and may have negative consequences for
nonprofessional investors.
3.2.2 Word of Mouth and Virality
Social information and its influence on decision makers has been a major focus of
psychology research for years. Classic studies consistently demonstrate the power of
social pressure and how it can impact individuals’ behavior, from conforming to incorrect
group judgments to ignoring cries for help (Asch 1951; Latane and Darley 1969). The
strength of these effects has led some researchers to examine how social information
impacts consumer attitudes and purchasing decisions. Research suggests that when
people pass information between each other by word of mouth (WOM), the information
tends to be highly persuasive and plays an essential role in changing attitude and
behaviors towards products and services (Katz & Lazarsfeld 1955).
WOM has expanded with the advent of electronic communication, allowing
information sharing to occur asynchronously (Buttle 1998). Electronic Word of Mouth
(eWOM) has been defined as “any positive or negative statement made by potential,
actual, or former customers about a product or company, which is made available to a
multitude of people and institutions via the internet” (p. 39, Hennig-Thurau, Gwinner,
Walsh, & Gremler, 2004). eWOM is more persistent, accessible, and can spread much
more rapidly than traditional WOM (Kamins 2014). Because of these factors, eWOM can
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reach many more people than face to face word of mouth, capturing decision makers’
attention and triggering their interest (Bruyn and Lilien 2008). eWOM research has
explored both the valence (positive, negative, or neutral) and volume of eWOM
communications (Liu 2006; Cheung and Thadani 2012). While positive eWOM either
directly or indirectly encourages people to purchase or use a product/service, negative
eWOM involves product denigration and encourages people to stay away from adopting a
product (Liu 2006). Research has found that positive eWOM increases sales for products
but negative eWOM has been found to reduce sales and negatively impact consumer
attitudes (Chevalier & Mayzlin 2006; Berger, Sorensen, & Rasmussen 2010; Cheung &
Thadani 2012). In addition to valence, research has investigated how the volume of
eWOM exchanged impacts consumers. Research has found that high volumes of eWOM
can positively influence purchasing intentions (Liu 2006). Because both valence and
volume of eWOM impact consumer decisions, eWOM is likely to have implications for
investor decisions.
When eWOM spreads in an exponential manner, generating a high volume of
social exchanges, it becomes viral (Swanepoel et al. 2009). Viral eWOM can spread ideas
and content across many different social circles. For example, the Korean pop song
“Gangnam Style” became a smash sensation after being shared globally beyond its
relatively small social circle in Korea, reaching at least 2 billion people (McIntyre 2014).
Since viral eWOM is still a relatively new phenomenon, research is just beginning to
examine its antecedents and impact on decision making. Early research has posited that
most successful non-equity crowdfunding projects need viral positive eWOM on social
networks to create a crowd of supporters (Belleflamme et al. 2014; Gerber, Hui, & Kuo
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2012). There are already examples of viral enthusiasm boosting non-equity crowdfunding
projects, sometimes generating support well beyond their funding goal. After continually
being turned down by venture capital firms, Eric Migicovsky used Kickstarter to post his
smart watch design, the Pebble Watch. Positive eWOM on the product went viral and the
Pebble Watch raised $10.2 million from close to 70,000 individual backers, well over the
original $100,000 funding goal (Segall 2012). While contributing to an organization
because it is popular is one thing, the SEC envisions that this same viral positive eWOM
will help inform investors when making investment decisions in an equity crowdfunding
setting. I expect viral positive eWOM to grab the attention of certain investors and
influence their investing decisions. However, virality could also cause investors to
support equity crowdfunding organizations for reasons other than financial gains.
3.3 Development of Hypotheses
3.3.1 Viral Positive eWOM and Social Identity
Viral eWOM’s widespread and visible nature can reach the attention of many
potential investors. Each of these investors has a unique and diverse set of memberships
among different social groups. While people have their own individual goals and
motivations that often dictate their behavior, their affiliation with social groups, or their
social identity, can sometimes override personal desires (Tajfel 1981; Tajfel & Turner
1979; Tajfel 2010). Identity fluctuates either between an individual position (“I am an
intelligent person”) or a more social position (“I am a fan of a particular baseball team”)
(Ellemers et al. 1999). While people normally pursue their individual interests, certain
triggers can activate social identity, causing them to behave more as a representative of
their group (Reynolds, Turner, & Haslam 2000). Activation can occur when a particular
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social identity is made salient to an individual. Once a social identity is active, people are
more likely to feel solidarity with fellow in-group members and act on behalf of those
members. However, not all individuals have the same level of association with a
particular social identity, which can impact the way they respond when their social
identity is activated.
An individual’s level of commitment to a social identity, or in-group
identification, is an important moderator for predicting individual intragroup and
intergroup behavior (Ellemers, Spears, & Doosje 1997). Someone who does not strongly
associate with a social identity is known as a low identifier with respect to that group.
Low identifiers stick to individual positions and do not make decisions in terms of their
group membership (Doosje and Ellemers 1997). That is, low identifiers are unlikely to set
aside their individual interests for their social identity. On the other hand, people who
strongly identify with a social identity, or high identifiers, stick with their group through
bad times, adhere more to group norms, and are more willing to make sacrifices on behalf
of their group (Ellemers, Spears, & Doosje 1999). Additionally, high identifiers are more
likely than low identifiers to exhibit in-group bias toward other group members. This
suggests that high identifiers are likely to be favorable toward individuals that share an
identity with them, even if it is at the expense of personal financial goals.
Just as individuals have social identities, organizations have identities based on
company characteristics, such as the organization’s mission or climate (Scott and Lane
2000; Bhattacharya and Sen 2003). Organizational leadership can maintain a specific
organizational identity that becomes known to consumers by creating attractive
organizational images (Scott & Lane 2000). For example, the prototype virtual reality
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helmet, Oculus Rift, targeted its non-equity crowdfunding pitch toward video game
lovers, although it is functional for many other purposes (Wingfield 2013). Under the
SEC rules, equity crowdfunding projects have the same flexibility as non-equity
crowdfunding organizations when representing their company to the public (SEC 2013,
SEC 2015), even if that representation is unrelated to the financial health or continuing
operations of that project. An equity crowdfunding organization could present an identity
that overlaps with the social identity of like-minded investors. When individuals share an
identity with an organization, they can change their behavior because of the bond they
share with that entity (Elsbach and Kramer 1996). If investors perceive that a company is
a representative of their identity, it could potentially cause investors to view that
organization as a fellow in-group member. This implies that people who happen to
strongly identify with the same identity that an organization has could gravitate toward
making an investment in that organization without considering the potential downside of
that investment. On the other hand, investors who do not strongly identify with an
organization are low identifiers with respect to that organization and are more likely to
assess the riskiness of that organization objectively.
Because the crowdfunding model relies on viral eWOM, it is important to
understand whether this social information can interfere with investors’ use of financial
information. Investors should ideally utilize qualitative and quantitative financial
information to get an idea of the relative financial health of each company in a decision
set. In a specific set of investment choices, some investments may have relatively worse
financial health compared to the other offerings, making them suboptimal investing
choices comparatively. However, if a relatively suboptimal organization is the subject of
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viral positive eWOM, it could impact an investor’s assessment of that investment. As
stated before, individuals act in their own interest unless some catalyst triggers a social
identity within them that modifies their decision making process (Reynolds et al. 2000). I
predict that viral positive eWOM focused on an equity crowdfunding organization will
activate investors’ solidarity with their social identity, changing their evaluation of an
organization with a shared identity. This will lead high identifiers to make investing
decisions as a representative of their social identity, even when that investment is
suboptimal. However, in the absence of viral eWOM about an organization, high
identifiers’ social identity is less likely to be activated, keeping these investors more
focused on their individual interests. On the other hand, I do not expect a similar
activation for low identifiers who view viral positive eWOM. While viral positive
eWOM could increase investments from low identifiers, I expect this effect to be greater
for high identifiers because low identifiers do not share a strong identity with that
organization. This leads to my first prediction:
H1: Viral positive electronic word of mouth about a suboptimal investment
will increase suboptimal investing for investors (relative to the absence of
viral electronic word of mouth), and such an effect will be stronger for high
identifiers compared to low identifiers.
3.3.2 Social Identity Under Fire
Just as a crowdfunding project can benefit from viral positive eWOM, viral
negative eWOM can vilify and harm an organization. Research has demonstrated that
negative WOM that denigrates the object of the communication carries more of an impact
on the receiver than positive information in many circumstances (Skowronski & Carlston
1989). Negative eWOM has also been found to decrease sales and reduce customer
purchasing intentions (Park & Lee 2009; Chevalier & Mayzlin 2006). Viral negative
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eWOM could have implications for equity crowdfunding because it could turn investors
away from investing in an organization. However, I propose that investors’ social identity
could moderate their reaction to viral negative eWOM.
When a group is targeted by threatening information or behavior, it could be
perceived as a social identity threat (Ellemers et al. 1999). Individuals can experience
social identity threats as an affront to their personal identity, prompting protective
responses (Nadler, Harpaz-Gorodeisky, & Ben-David 2009). These threats can come
from many different sources (Branscombe, Ellemers, Spears, & Doosje 1999) making it
likely that viral negative eWOM could be considered a high visibility threat to a
particular social identity. To the extent that individuals perceive viral negative eWOM as
a threat to their social identity, it could elicit a defensive reaction to that threat.
How an individual responds to a social identity threat hinges on the in-group
identification of that individual. Low identifiers respond to social identity threats with
their individual interests in mind, such as dis-identification with the threatened group
(Ellemers et al. 1999). However, threatened high identifiers respond by engaging in
behavior designed to restore the value of their threatened identity (Ellemers et al. 1999).
Nadler and Halabi (2006) found that when participants’ social identity was threatened,
high identifiers showed greater levels of in-group favoritism by giving a greater share of
third party funds to their in-group compared to high identifiers who were not threatened.
This research suggests that high identifiers will react to threats defensively, causing them
to protect their identity through in-group bias more than low identifiers who experience
those same threats. It is possible that threatened high identifiers may use their own funds
to defend their social identity while low identifiers may seek to distance themselves from
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the threatened identity instead.
When high identifiers share an identity with an organization, they may perceive
viral negative eWOM targeting that organization as a threat to their own social identity.
To the extent that high identifiers feel personally threatened by the viral negative eWOM,
they may feel inclined to take action by defensively investing in that organization, even
though that investment is suboptimal. In contrast, low identifiers are less likely to react
defensively when they observe the same viral negative eWOM, and in fact, may distance
themselves from an organization experiencing this social information. Because of this,
high identifiers are more likely to invest in a company with inferior financial
performance when there is viral negative eWOM compared to low identifiers who view
the same virality. This leads to my second prediction:
H2: Viral negative electronic word of mouth about a suboptimal investment
will cause high identifiers to invest more in that suboptimal investment
compared to low identifiers.
3.4 Method
3.4.1 Participants
I recruited 161 participants for this study using Amazon Mechanical Turk (AMT).
Recent accounting research has found that AMT users are a generalizable proxy for
nonprofessional investors, similar to student investor survey respondents (Farrell,
Grenier, & Leiby 2016). Because non-accredited investors can participate in equity
crowdfunding, nonprofessional investors from AMT are likely representative of equity
crowdfunding investors. Participants received a base pay of $2.50 for their participation
and were informed of an opportunity to earn additional compensation at the beginning of
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the experiment. Depending on their investing decision, all participants stood to earn
between $0.25 and $1.33 above their base pay.
3.4.2 Overview
Participants assumed the role of a crowdfunding investor who has set aside
$2,000 to invest in equity crowdfunding using a fictitious crowdfunding platform
crowdINVEST.5 Background information states that participants recently became
interested in organizations that specialize in high-speed networking solutions for business
customers. Accordingly, they have identified two equity crowdfunding organizations in
this particular industry. The two companies, NextLink and InnovaTech, are startup
companies seeking capital to expand their business and share many similarities with each
other. However, they differ in two important ways. First, NextLink is an inferior
investment compared to InnovaTech.6 Comparatively, InnovaTech has qualitative
information indicative of better profit potential than NextLink, such as more long term
contracts, higher quality products, and a more experienced management team. In
addition, NextLink has weaker financial statements than InnovaTech. The second
relevant difference is the organization’s stated social identity. NextLink has a culture that
encourages employees to engage in outdoor activities for creativity and productivity,
whereas InnovaTech cultivates team chemistry to improve synergy and innovation.7
3.4.3 Manipulations and Assessment
The two independent variables investigated are social identification and virality.

5

crowdINVEST was modeled after an existing equity crowdfunding website, crowdcube.com.
I designed the investments such that InnovaTech was better than NextLink. This was confirmed by five financial experts who
unanimously determined that InnovaTech was the better investment and had the greater long term profit potential.
7
I also pretested the vividness of both investment pitches by asking a group of 30 AMT participants to tell me which organization’s
investment pitch was more vivid on a -5 to +5 scale. Responses closer to a +5(-5) indicated that NextLink (InnovaTech) was more
vivid, while responses near 0 indicated the participant felt the vividness of both companies pitches were about the same. A one sample
comparison test to a test value of 0 showed that participants did not believe that one of the investments was significantly different
from the other (mean = 0.13, t = 0.262, p = 0.795, two-tailed).
6
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Social identification is a two level factor (low, high) and virality is a three-level factor
(positive, negative, non-viral). Both variables are fully crossed in a between-participants
design.
The first independent variable, social identification, is a measured variable that
classifies participants based on their responses to a twenty item social identity
assessment. Social identity was assessed at the beginning of the study and measured four
separate dimensions: an affinity for the outdoors, dining out, working out, and
scrapbooking. Investors’ responses to the items related to the outdoors were compared to
a predetermined mean benchmark.8 Participants who scored above the benchmark for the
outdoors affinity questions were classified with an outdoors identity. Because high
outdoors identifiers share an identity with NextLink, they are referred to as high
identifiers with respect to NextLink. Remaining participants that score below the
outdoors predetermined mean were classified consistent with their highest score on one
of the other three dimensions.9 Because these participants score relatively lower on the
outdoors questions, I classify them as low identifiers with respect to NextLink. For a list
of all the questions in the preference assessment, see the Appendix.
After the assessment is submitted, the page displays the participant’s identity.
Outdoor identifiers (high identifiers) read that they scored similarly to people who love
the outdoors. Additionally, depictions of the outdoors and references to enjoyable
outdoor activities are also displayed to further reinforce their identity. Low identifiers see
a different screen depending on whether they scored highest on the affinity for dining out,
working out, or scrapbooking dimensions. Although I created a unique classification
8
The mean benchmark was determined by pre-testing the social identity assessment with 52 AMT participants. Results from this pretest showed participants responded to the outdoors questions with a 28 out of a possible 50 points on average.
9
These other identities do not overlap with the identity of either investment. Those who did not express an affinity toward any of the
identities in the experiment were thanked for their participation and exited the experiment with their base pay.
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screen for each of these identities, they all share similar formatting to the outdoors
classification screen. However, each screen contains different pictures and information
related to that particular social identity.
To facilitate the virality operationalization, I developed a website that resembles
the social networking website Twitter. In both positive and negative viral conditions, the
suboptimal investment, NextLink, is featured prominently as the most discussed trend
with over 52,500 tweets. On the same page, participants view an ostensibly live Twitter
feed that simulates an ongoing public discourse about NextLink from other Twitter users.
A pre-set animation begins after the page loads, starting with NextLink tweeting “We are
asking everyone to tell us, #WhatsYourAdventure?” The content of the response tweets
that follow is manipulated between the positive and negative conditions. In the positive
condition, users enthusiastically share outdoor activities in their responses to NextLink,
supporting NextLink’s tweet. However, users express distaste with NextLink’s question
by focusing on unfavorable aspects of the outdoors. None of the tweets makes any
reference to NextLink’s value as an investment opportunity (see Table 3.1 for a
comparison of Tweets between the viral negative and positive conditions).10
A non-viral condition was added to isolate the impact of NextLink’s virality on
investors. Non-viral participants view the same Twitter page, but now the crowdfunding
platform crowdINVEST is the trending organization. In this condition, crowdINVEST
tweets “Come check out some great projects to invest in!” Twitter users respond to the
tweet positively, with no reference to either InnovaTech or NextLink.11

10

User comments were developed through a separate survey that asked AMT users to generate either a negative or positive response
to NextLink’s “#WhatsYourAdventure” prompt. Content in the positive and negative conditions was based on responses to this
survey.
11
By having all participants view the Twitter page, I can make direct causal inferences over virality of suboptimal investments when
comparing the non-viral condition with the negative or positive conditions.
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3.4.4 Experimental Investing Task
Participants began with the social identity assessment and were classified as either
a low or high identifier based on the procedure outlined earlier. After this, participants
read background information and learned that they could earn a larger payout by
investing more in the company with better long term profit potential. Similar to a real
investing setting, the payout amounts were not stated before the participants invested, so
the amount of money they could stand to make was unknown to them before their
decision. Participants were then asked to read four statements about payouts and select
the incorrect one to confirm comprehension. Subsequently, participants read some
background information on the two investments in a blog post which highlighted each
organization’s identity before moving on to the viral manipulation.12
Following this, all participants were randomly assigned to one of the three viral
conditions. To control for the order effects of viewing social information before financial
information, I displayed summary financial information for both InnovaTech and
NextLink alongside the positive, negative, and non-viral conditions, which allowed
participants to see both types of information at the same time. The summary window
contained information about each company’s financial position and gave participants
relevant information to form initial thoughts on which organization might be a better
investment.13
After viewing the viral manipulation, investors accessed the “information
technology” crowdINVEST page that listed both NextLink and InnovaTech as potential
investments.
12
Participants who answer incorrectly were given one chance to reread the prior section and try again. If participants were incorrect
again, they were thanked for their participation and exited with their base pay.
13
All information contained in the summary window also appeared later in each investment’s pitch screen.
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Figure 3.1
Low and High Identifier Classification Message
High Identification

Low Identification

Depending on participant scores on the preference assessment, participants view one of the above screens describing
their identity. High identifiers are told they are outdoorsy and low identifiers are told they are a restaurant enthusiast,
exercise fanatic, or scrapbooker depending on which they have more affinity toward.
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Figure 3.2
Viral Positive Twitter Screen
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Investors were allowed to view detailed information on both investments and were asked
to select which investment pitch they wished to view first. All investors had to view both
investment pitches before making a final investment decision. After selecting an
investment for review, investors were transferred to the organization’s pitch page which
described its business line, financial information, and organizational identity. Participants
also viewed qualitative information describing the current financial position and future
growth potential for each company. Each page also included a description of that
company’s organizational identity, which was accompanied by pictures of that identity.
When finished reviewing the investments, investors were asked to invest their
$2,000 between the two companies. On this screen, they were given access to all relevant
company information previously viewed. The variable of interest is the dollar amount
invested in NextLink, the relatively suboptimal investing choice. To record this measure,
participants were presented with a sliding scale (starting at the mid-point) with endpoints
anchoring on either NextLink or InnovaTech. Moving the slider to either endpoint
indicated a full investment in that company and no investment in the other company. As
explained earlier, investors were told that they had planned to invest the full $2,000 in
this industry and had narrowed their choices down to these two companies, but they
could allocate their money however they wished between these companies. The exact
investment amount in each company was displayed to investors as they moved the slider.
After investors made their decision, they clicked on a button labeled “Finalize Your
Investment” to move to the post experimental questions. The full experimental flow is
shown in Figure 3.3.
After their selection is made, I asked post experimental questions to measure
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underlying psychological processes and rule out alternative explanations. First, I measure
whether viral positive eWOM activates the social identity of high identifiers. Research
notes that when social identity is activated, high identifiers feel a stronger commitment to
their in-group (and members of the in-group) compared to high identifiers whose social
identity is not activated (Ellemers et al. 1999; Leach et al. 2008). Relying on a modified
solidarity subscale developed by Leach et al. (2008), I measured the in-group
commitment that participants felt with NextLink. Next, I included a six-item

Figure 3.3
Experimental Flow

Informed
Consent

Social
Identity
Assessment

Investment
Briefing

Viral
Manipulation

Investment
Analysis and
Allocation

PEQs

scale from Nadler and Halibi (2006) that measures investors’ evaluation of a threatening
group (i.e., twitter users generating negative eWOM). Finally, I measured specific
demographics in order to control for potential differences between the low and high
identifiers. Relying on Krische (2015), I measured investor’s risk proclivity, education,
investment experience, and gender. Finally, I measured investors’ familiarity with
Twitter and how much they cared about earning additional compensation. After
responding to post experimental questions, they were informed of their additional
compensation which was paid within 24 hours.
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Table 3.1
Negative and Positive Viral Tweets
Negative Viral Tweets
Why climb a mountain for a view when
it’s easier to take an elevator to the top
of a building for an even better view?
Going to play at the park but getting
attacked by bugs. Zero fun
Could risk a sunburn or risk having a
great time watching streaming Netflix.
EZ choice people!
Sitting indoors with A/C blasting!
When it’s hot, u have to be insane to do
anything outside
Adventures are better when watched on
TV eating doritos. Anyone who says
otherwise is ridiculous.
Try a video game for a virtual
adventure. More fun and less bad
weather than doing something outside.
Singing kumbaya around the campfire
like a bunch of hippies counting
dandelion seeds
#WelcomeTo21stCentury
If earthy crunchy people like hiking
mountains so much why don't they live
there!
hahah! I can't stop laughing at all these
hilarious posts
Getting caught in bad weather is
probably fun for some weird yahoos not this guy!
Avoiding infinite bugs inside my
comfy home. The mosquitos can’t get
me there?
Springing a leak in my canoe in the
middle of a scummy pond
Greasy sun screen and seagulls stealing
food. Is this people's idea of fun?
Yuppies adventure by wearing goofy
boots and sticking to trails hiked by
millions

Positive Viral Tweets
Nothing better than earning a great view
after a long hike up a mountain
Can't wait to play at the park and enjoy the
warm sun!
Getting some sun with friends is way
better than being stuck inside watching
DVDs. EZ choice people!
When it's hot out, u have to grab your
swimsuit and hit the beach!
Adventures are better when you get out of
the house to do something! Anyone who
says otherwise is ridiculous
Camping out under the stars during a
meteor shower with my honey! (And we
only brought one sleeping bag!)
Hanging out with my friends by the
campfire
Out enjoying the clean mountain air
during our hike
I’m inspired by all these great posts. Can’t
wait to start an adventure as good as these!
There's something refreshing about
experiencing the weather!
Setting up my tent and enjoying the
beautiful sounds of the forest. People live
for moments like these
Canoeing around a pristine lake with a
cool breeze at your back
Feeling the warm sun and listening to the
ocean. What a great time!
True adventure is throwing on my hiking
boots for a random hike
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CHAPTER 4
DATA ANALYSIS
4.1 Introduction
In this chapter, I provide analyses of manipulation checks and hypothesis tests. To
test H1 and H2, I analyze responses using planned contrasts within a 2x3 analysis of
variance with participants’ suboptimal investments as the dependent variable and social
identity and virality as the independent variables. After this, I present additional analyses
on post experimental questions measured during the study.
4.2 Manipulation Checks
To determine whether I successfully manipulated negative and positive tone in the
tweets, I asked participants to tell me how they perceived the tone of the tweets about
NextLink. Participants responded on a 0-10 scale with very negative and very positive as
endpoints. Responses show that participants viewed the negative tweets as significantly
more negative in tone than the positive condition (negative mean = 4.89 versus positive
mean = 8.58, p < 0.001, one-tailed).
In this study, I determined which participants identified with the outdoors before
the investing task. Because of this, I included alternative variables to help rule out
potential differences between the sample of low identifiers and high identifiers.
Accordingly, I measured participants’ risk proclivity, familiarity with Twitter, how much
they cared about their payout, and their experience with both non-equity crowdfunding
and equity crowdfunding. None of these variables are significant when entered as
covariates in my analyses and controlling for these variables in the planned contrasts does
not qualitatively change the inferences drawn from my results. Because of this, I present
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all major analyses without these variables for simpler exposition.
4.3 Test of Hypotheses
4.3.1 Introduction
In this section, I present tests of my hypotheses. My hypotheses predict cell
differences within a two-independent variable (social identity and virality), fully-crossed
between-participants design. While I conduct the overall analysis of variance procedure
and present these results (Table 4.1 Panel A includes the means and standard deviations
for each cell, Panel B includes the overall ANOVA statistics), I test H1 and H2 with
planned contrasts.
4.3.2 Test of H1
Hypothesis 1 predicts that viral positive eWOM focused on a suboptimal
organization will increase suboptimal investing compared to the absence of viral eWOM
about that organization and this increased investment will be greater for high identifiers
than low identifiers. In other words, I expect that the difference in suboptimal investing
between the viral positive condition and the non-viral condition will be larger for high
identifiers than for low identifiers. I use a planned contrast to test my prediction with the
following weights for each cell: high identifiers in the non-viral cell are set at -1, high
identifiers in the viral positive cell are set at +1, low identifiers in the non-viral cell are
set at +1, and low identifiers in the viral positive cell are set at -1 (with the negative viral
conditions set at 0). Table 4.1 Panel C includes the statistical results from this test. When
examining the means for suboptimal investment, high identifiers who view non-viral
eWOM invested $674.03 on average, but high identifiers who viewed viral positive
eWOM invested $881.59 on average. On the other hand, low identifiers who viewed non-
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viral eWOM invested $680.83 on average and those who viewed positive viral invested
$520.56. The planned contrast shows that this pattern of results is marginally significant
(F = 2.430, p = .061, one-tailed).
4.3.3 Test of H2
Hypothesis 2 predicts that high identifiers who view viral negative eWOM will
invest more in the suboptimal organization compared to low identifiers who view the
same viral negative eWOM. Results for this simple effects test are presented in Table 4.1
Panel C. Cell means within viral negative eWOM for high identifiers show their
suboptimal investments at $759.73 versus $576.36 for low identifiers. This simple effects
test shows an insignificant difference between these two cells (t = 1.203, p =.137). While
directionally consistent, these results do not support H2.
To gain a better understanding of the results relating to H2, I perform an
additional analysis to further explore high identifiers’ reactions to negative eWOM. As
mentioned earlier, prior research in psychology (Ellemers et al. 1999; Nadler and Halabi
2006) suggests that only those individuals who are truly committed to a particular social
identity are likely to take action to defend it when it is under threat (e.g., choose to invest
more even in the face of negative eWOM). Through their centrality sub-scale, Leach et
al. (2008) establish an approach to determining how important an identity is to an
individual’s perceptions of self. Based on procedures prescribed by Leach et al. (2008), I
adapt the centrality sub-scale such that the identity measured relates to the outdoors.
In an effort to better isolate those who view their outdoors identity as an essential
group membership, I split high identifiers into two groups using the median of their
responses to the centrality sub-scale; those above the median are most likely to be truly
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committed to their identity as outdoors enthusiasts, while those below the median are less
likely to view this social identity as essential. Examining those whose outdoors identity is
perceived as an important group membership (i.e., those above the median) produces
results more consistent with H2. Specifically, above-the-median high identifiers in the
negative eWOM condition invest marginally more (mean = $843.06), on average, than
the others in the negative eWOM conditions (low identifiers and below-the-median high
identifiers means = $576.36 and $567.20, respectively, F = 1.738, p = 0.097, onetailed).14 Thus, the findings of this further exploration of the negative eWOM data appear
to suggest that the extent to which an identifier commits to an identity-relevant
investment may depend on how essential that group membership is to them, with only
those who view the relevant identity as a central membership likely to increase their
investment in the face of negative eWOM.
4.4 Additional Analysis
4.4.1 Introduction
In this section, I present additional analyses to support the psychological
mechanisms predicted to be underlying the effects found. These analyses provide
additional insight into the thought processes that participants used when reaching their
investment decisions. As I did not find significant results for H2, I do not present
additional analyses for that hypothesis.
4.4.2 Moderated Mediation
My findings for H1 are predicated on underlying theory that predicts that viral
positive eWOM is activating the social identity of high identifiers. Related to this, I
14
Two below-the-median high identifiers disagreed with their identification as outdoors enthusiasts and were excluded from this
additional analysis. Results are qualitatively similar when these two participants are included in the analysis, although significance
decreases slightly.
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examine whether viral positive eWOM activates a stronger in-group connection (in-group
solidarity) for high identifiers compared to low identifiers. I expect that viral positive
eWOM will have a positive relationship with in-group solidarity for high-identifiers
because they will see other people talking positively about their identity and feel a
stronger in-group connection. I also expect that, as participants’ solidarity with the
outdoors identity increases, it will lead them to increase suboptimal investing. In a test of
moderated mediation, I include in-group solidarity as a mediator for the relationship
between virality and participants’ suboptimal investments.
In order to test this, I limit my analysis to the non-viral eWOM and viral positive
eWOM conditions related to Hypothesis 1. I use LISREL to assess the relationships
among these variables. In my model, the a and c’ paths are unconstrained between low
and high identifiers.15 The a path measures the relationship between the viral condition
and in-group solidarity and the b path measures the relationship between in-group
solidarity and suboptimal investment. I include the c’ path between virality and
suboptimal investment to test whether this model is fully mediated by the indirect path.
To analyze my data, I scaled dependent variable by the total investment dollars
available (that is, [NextLink Investment / 2000 = Suboptimal Investment]) due to the
differences in magnitude between the variables which inhibit LISREL from estimating
error variances for the dependent variable. As shown in Figure 4.1, for the low identifiers,
the a path is not significant (coefficient = -0.23, p = 0.647, two-tailed), indicating the
viral positive eWOM did not impact low identifiers’ solidarity with the outdoors identity.

15

Fit statistics for this model show a critical Chi-Square of 0.593 (p = 0.441). However, because the Chi-Square is less than the
degrees of freedom (1), the Root Mean Square Error of Approximation (RMSEA) = 0.00 and the comparative fit index, Comparative
Fit Index (CFI) = 1.00. According to Iacobucci (2010), a χ2 that is not significant (p > 0.05) is indicative of a fitted Structural Equation
Model. Additionally, the results discussed below are robust to letting the b path vary.
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Table 4.1
The Effect of Viral EWOM and Social Identity on Suboptimal Investment
Panel A: Mean (standard deviation) investor suboptimal investment in NextLink (dollars)
Row Means
(SD)
[n]
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Non-Viral
eWOM

Positive Viral
eWOM

Negative Viral
eWOM

Low Identifiers with respect to NextLink
Mean
(SD)
[n]

Cell 1
680.83
(485.39)
[24]

Cell 2
520.56
(525.47)
[18]

Cell 3
576.36
(587.84)
[22]

599.84
(529.33)
[64]

High Identifiers with respect to NextLink
Mean
(SD)
[n]

Cell 4
674.03
(636.08)
[33]

Cell 5
881.59
(655.97)
[34]

Cell 6
759.73
(601.28)
[30]

773.29
(632.13)
[97]

Column Means

676.89
(572.69)
[57]

756.62
(632.89)
[52]

682.15
(596.86)
[52]

df
2
1
2

F-Statistic
0.04
3.455
1.22

p-value
0.481
0.033
0.149

Test Statistic
2.43

p-value16
0.061

1.203

0.137

(SD)
[n]
Panel B: ANOVA results
Source
Viral Electronic Word of Mouth
Social Identification
Viral Electronic Word of Mouth x Social Identification
Panel C: Tests of Hypotheses

H1: Difference between Viral Positive eWOM and Non-Viral eWOM
High Identifier differences (Cell 5 - Cell 4) > Low Identifier differences (Cell 2 - Cell 1)
H2: Within the Viral Negative eWOM condition
High Identifiers > Low Identifiers

16
All hypotheses are tested within the ANOVA. Given a priori expectations from theory, all planned contrasts are one-tailed. The dependent variable is the participant’s suboptimal investment in
NextLink.

However, the a path is marginally significant for high identifiers (coefficient =
0.76, p = 0.084, one-tailed), supporting the assertion that viral positive eWOM leads to
increased feelings of solidarity with the in-group and, specifically, NextLink.
To see whether the feeling of solidarity leads to increased investment in NextLink, I
investigate the b path and find that there is indeed a significant positive relationship
between in-group solidarity and suboptimal investment (coefficient = 0.07, p < 0.001,
one-tailed). I also find that the c’ path is insignificant for high identifiers (coefficient =
0.05, p = 0.477, two-tailed), indicating that the indirect effect of the a and the b path fully
mediates the relationship between virality and suboptimal investment. These results
suggest that viral positive eWOM increases feelings of solidarity with the in-group for
high identifiers. This supports the idea that virality increases the feeling of connectedness
for high identifiers, which leads to increased suboptimal investment.
These results, in total, demonstrate that the indirect path of viral positive eWOM
increases high identifiers’ feelings of solidarity with the in-group, which leads to higher
levels of suboptimal investment, and this relationship fully mediates the c’ path between
virality and suboptimal investment for high identifiers. My results suggest that viral
positive eWOM seems to impact high identifiers and their feelings of solidarity with the
in-group, which increases their suboptimal investments.
4.5 Summary of Results
The results of this study suggest that there may be unintended consequences to
recommending the use of social information for sound investor decision making.
Specifically, I find that viral positive eWOM causes high identifiers to increase their
investment in suboptimal organizations. Additional analyses indicate that social identity
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theory helps to explain this finding, as viral positive eWOM causes a stronger feeling of
solidarity with the outdoors group for high identifiers but not for low identifiers.
Although I do not find that viral negative eWOM significantly increases suboptimal
investment for high identifiers compared to low identifiers, results are directionally
consistent with my predictions. Overall, my findings demonstrate a potential downside of
relying on certain social information for nonprofessional investors.
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Figure 4.1
Hypothesis 1 Moderated Mediation
In‐Group
Solidarity

Social ID
(Moderator)

2.442
a /
‐0.23
0.134
/ 0.76

Virality

b
0.07

c’
‐0.06 / 0.05

Suboptimal
Investment

Figure 4.1 - All values listed are the unstandardized coefficients on the regression model.
Bold, underlined values indicate a marginally significant relationship (p < 0.10). The first
number listed on unconstrained paths is for the low identifiers, while the second number
listed is for high identifiers. The suboptimal investment variable was scaled by the total
available investment dollars.
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CHAPTER 5
CONCLUSION
5.1 Introduction
This study investigates the use of social information in an equity crowdfunding
setting. In order to implement equity crowdfunding in the US, the JOBS Act has
alleviated the disclosure requirements typically required of public companies. The SEC
anticipates that social information from the “crowd” will help to inform investors before
they make investment decisions. To see how investors utilize social information, I ask
participants to make an investment allocation between two equity crowdfunding
investments, one of which is relatively inferior to the other. I incentivize participants to
invest wisely by offering them additional compensation that depends on their investing
choice. I measure participants’ social identity at the beginning of the study and randomly
assign each participant to one of three virality conditions: non-viral, positive virality, and
negative virality. The sections that follow provide conclusions, implications, limitations,
and directions for future research.
5.2 Discussion and Implications
The findings of this study show that investors may not have the ability to
effectively analyze social information as a tool for making informed investment
decisions. In my study, I employed viral social information that was unrelated to the
value of either investment. Even though there was pertinent financial information that
allowed participants to determine which investment was superior, certain investors’
decisions were swayed by the presence of unrelated social information. Specifically, viral
positive social information can activate a connected feeling with investors who share an
52

identity with an organization, leading them to increase their investment in that
organization. This is especially concerning due to the widespread nature of viral
information that can reach many different people across many groups. If high visibility
social information reaches those who share an identity with an organization, it may pull
in investments from people who have not fully considered the risks and implications of
their decision.
These results help inform SEC which recently alleviated the disclosure
requirements to allow equity crowdfunding in the US. With even fewer controls and
disclosures over equity crowdfunding, investors may be at a disadvantage when making
investment choices without these protections. Although social information has been an
integral component of the crowdfunding model, this information may not be as helpful to
investor decision making as envisioned by the SEC. The effect of its inclusion alongside
traditional financial information should caution both the SEC and international regulators
(e.g., Australia, China, United Kingdom, etc.) who have allowed equity crowdfunding in
their jurisdictions. My results point to the potential unintended consequences of relying
on the effectiveness of social information to help investors make sound financial
decisions.
5.3 Limitations
This research is subject to inherent limitations. In order to operationalize virality,
I based my manipulations off of the social network platform Twitter, which is only one of
a number of different social networks. Although I do not expect there to be differences
for investors viewing virality on an alternative social network, future research could
explore whether other social networks might have a differential impact in this setting. I
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also utilized a two investment allocation scenario to isolate an investor’s suboptimal
investing decision. To the extent that the impact of social information changes when
investors consider more than two investments, my results may not be as generalizable.
Finally, this study does not investigate how a mix of positive and negative social
information might impact investors, but instead leaves this open to future research.
5.4 Directions for Future Research
This study introduces the equity crowdfunding setting to the accounting literature
and provides rich avenues for future research. There are other aspects of the equity
crowdfunding rules that are uniquely different from established public markets. Future
research might investigate how some of these other features impact investor decision
making. For instance, equity crowdfunding organizations are allowed to present income
projections to potential investors, but it is unclear whether investors will rely on these
projections for their investing decisions. Videos are also allowed to be used on
crowdfunding pitches, and it is unclear how the use of that medium might change
investor decision making.
Additionally, this study is one of the first to look at how social information
impacts investor decision making. Social networking has become much more popular in
recent years and accounting research should begin examining how these networks can
impact investors’ perceptions of organizations and their willingness to invest. There may
be other unintended consequences to the use of social media that warrant further
examination.
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APPENDICES
APPENDIX A
PREFERENCE ASSESSMENT QUESTIONS
I enjoy eating at restaurants.
Outdoor activities are the best way to spend the day.
I am obsessed with working out.
I wish I could eat at restaurants more often.
Scrapbooking is my favorite activity
I believe everyone should pursue outdoor activities at least once a week.
I make an effort to look for new restaurants to try.
I complete new scrapbooks frequently.
When I wake up, the first thing on my mind is working out.
I often think about doing fun things outside.
I think about scrapbooking all the time.
I plan my workouts weeks in advance.
Engaging in outdoor activities is important to me.
I typically go out to restaurants at least a couple times a month.
I usually have a great time when going out to eat.
I love outdoor activities on a sunny day.
I look forward to working out every day.
I love organizing photos into albums.
I am always on the lookout for new exercises to try.
I regularly browse for scrapbooking themes.
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APPENDIX B
RESEARCH INSTRUMENT
Exhibit 1
Informed Consent
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Exhibit 2a
Social Identity Assessment
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Exhibit 2b
Social Identity Assessment Remaining Questions
I am obsessed with working out.
I wish I could eat at restaurants more often.
Scrapbooking is my favorite activity
I believe everyone should pursue outdoor activities at least once a week.
I make an effort to look for new restaurants to try.
I complete new scrapbooks frequently.
When I wake up, the first thing on my mind is working out.
I often think about doing fun things outside.
I think about scrapbooking all the time.
I plan my workouts weeks in advance.
Engaging in outdoor activities is important to me.
I typically go out to restaurants at least a couple times a month.
I usually have a great time when going out to eat.
I love outdoor activities on a sunny day.
I look forward to working out every day.
I love organizing photos into albums.
I am always on the lookout for new exercises to try.
I regularly browse for scrapbooking themes.
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Exhibit 3
Social Identity Assessment Results Animation
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Exhibit 4a
Low Identifier Classification Screen – Restaurant Enthusiast
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Exhibit 4b
Low Identifier Classification Screen – Exercise Fanatic
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Exhibit 4c
Low Identifier Classification Screen – Scrapbooker
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Exhibit 4d
Low Identifier Classification Screen – Outdoorsy
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Exhibit 5
Equity Crowdfunding Introduction
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Exhibit 6
Investment Decision Explanation
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Exhibit 7
Performance Payout Instructions
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Exhibit 8
Check For Understanding Question
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Exhibit 9
Crowdfunding Blog Post
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Exhibit 10a
Non-Viral Condition Screen
After reading the blog post, you found that both NextLink and InnovaTech are listed on
crowdINVEST, a crowdfunding website. While you were reviewing information about each
investment, you noticed that crowdINVEST has been trending on social media. To see what
people are saying right now about crowdINVEST and view investment information on both
InnovaTech and NextLink, click the button below.
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Exhibit 10b
Non-Viral Remaining Tweets
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Exhibit 11a
Positive Viral Condition Screen
After reading the blog post, you found that both NextLink and InnovaTech are listed on
crowdINVEST, a crowdfunding website. While you were reviewing information about each
investment, you noticed that NextLink has been trending on social media. To see what people
are saying right now about NextLink and view investment information on both InnovaTech and
NextLink, click the button below

.
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Exhibit 11b
Positive Viral Remaining Tweets
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Exhibit 12a
Negative Viral Condition Screen
After reading the blog post, you found that both NextLink and InnovaTech are listed on
crowdINVEST, a crowdfunding website. While you were reviewing information about each
investment, you noticed that NextLink has been trending on social media. To see what people
are saying right now about NextLink and view investment information on both InnovaTech and
NextLink, click the button below.

73

Exhibit 12b
Negative Viral Remaining Tweets
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Exhibit 13
CrowdInvest Launch Screen
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Exhibit 14a
NextLink Investment Page – Main Screen
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Exhibit 14b
NextLink Investment Page – Financial Statements

77

Exhibit 14c
NextLink Investment Page – Product Information & Picture
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Exhibit 15a
InnovaTech Investment Page – Main Screen
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Exhibit 15b
InnovaTech Investment Page – Financial Statements

80

Exhibit 15c
InnovaTech Investment Page – Product Information & Picture
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Exhibit 16
Investment Decision Screen
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Exhibit 17
Post Experimental Questions – Outdoors Assessment Scale
Thank you for your participation. While your Investment Performance Payout is being calculated,
please answer the following questions.
1. I often think about doing outdoor activities.
Strongly
Disagree
0
2.

Strongly
Agree
1

2

3

4

5

6

7

8

10

Being outdoorsy is an important part of my identity.

Strongly
Disagree
0

9

Strongly
Agree
1

2

3

4

5

6

7

8

9

10

3. I consider myself to be outdoorsy.
Strongly
Disagree
0

Strongly
Agree
1

2

3

4

5

83

6

7

8

9

10

Exhibit 18
Post Experimental Questions – Outgroup Evaluation Scale
4. During this study, you read some tweets about NextLink[crowdINVEST] from
Twitter users. Tell us how you felt about these twitter users using the descriptions below.
I feel these Twitter users are:
Stupid

Wise
0

1

2

3

4

5

6

7

8

Bad

9

10

Good
0

1

2

3

4

5

6

7

8

Deceitful
0

1

2

3

4

5

6

7

8

Egotistical
0

9

10

Honest
1

2

3

4

5

6

7

8

Devious
0

10

Truthful

Dishonest
0

9

9

10

Trustworthy
1

2

3

4

5

6

7

8

9

1

2

3

4

5

6

7

8

Altruistic
9
10

84

10

Exhibit 19
Post Experimental Questions – Twitter Questions

5. What were your perceptions of the tone of the tweets about NextLink
[crowdINVEST]?
Very
Negative
0
6.

Very
Positive
1

2

3

4

5

6

7

8

9

How familiar are you with Twitter?

Not at all
familiar
0

10

Very
familiar
1

2

3

4

5

85

6

7

8

9

10

Exhibit 20
Post Experimental Questions – Explanation of Investment Choice

7.

What are the top three factors you considered when making your investment choice?
<open answer>
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Exhibit 21
Post Experimental Questions – Control Variables

8. How much did you care about the size of your additional payout?
Not at
all

Very
Much
0

1

2

3

4

5

6

7

8

9

10

9

Very
familiar
10

9. Before this study, how familiar were you with the name NextLink?
Not at all
familiar
0

1

2

3

4

5

6

7

8

10. Before this study, how familiar were you with the name InnovaTech?
Not at all
familiar
0

1

2

3

4

5

87

6

7

8

9

Very
familiar
10

Exhibit 22a
Post Experimental Questions – Solidarity Scale NextLink
After reaching your investment decision, please tell us how you feel about Next Link.

11. I feel that I share a personal connection with NextLink.
Strongly
Disagree
0
12.

Strongly
Agree
1

2

3

4

5

6

7

8

13.

Strongly
Agree
1

2

3

4

5

6

7

8

9

10

I feel more connected with NextLink investors.

Strongly
Disagree
0

10

I feel that I belong to the NextLink community.

Strongly
Disagree
0

9

Strongly
Agree
1

2

3

4

5

88

6

7

8

9

10

Exhibit 22b
Post Experimental Questions – Negative Viral Questions NextLink
<These questions only included for the negative viral conditions>
14.

How do you feel about NextLink as an investment opportunity?
Very
Bad
0

15.

1

2

3

4

6

7

8

9

What do you think the value of NextLink stock will be one year from now?
Much
Lower
-5

16.

5

Very
Good
10

-4

-3

-2

-1

About
the
same
0

Much
Higher
1

2

3

4

5

9

Very
Likely
10

What is the likelihood that NextLink will reach its full funding goal?
Not at all
Likely
0
1

2

3

4

5

89

6

7

8

Exhibit 23
Post Experimental Questions – Solidarity Scale InnovaTech
After reaching your investment decision, please tell us about how you feel about InnovaTech.

17.

I feel that I share a personal connection with InnovaTech.

Strongly
Disagree
0
18.

Strongly
Agree
1

2

3

4

5

6

7

8

19.

Strongly
Agree
1

2

3

4

5

6

7

8

9

10

I feel more connected with InnovaTech investors.

Strongly
Disagree
0

10

I feel that I belong to the InnovaTech community.

Strongly
Disagree
0

9

Strongly
Agree
1

2

3

4

5

90

6

7

8

9

10

Exhibit 24
Post Experimental Questions – Affect Scale
20. How do you feel right now?
Very
Bad
0
Very
Sad
0

1

1

Very
Negative
0
1
Very
Weak
0
1
Very
Angry
0
1
Very
Insecure
0
1

2

2

2

2

2

2

3

3

3

3

3

3

4

4

4

4

4

4

5

5

5

5

5

5
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6

6

6

6

6

6

7

7

7

7

7

7

8

8

8

8

8

8

9

Very
Good
10

9

Very
Happy
10

9

Very
Positive
10

9

Very
Strong
10

9

Not
Angry
10

9

Very
Secure
10

Exhibit 25a
Post Experimental Questions – Negative Viral Follow Up Tweets
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Exhibit 25b
Post Experimental Questions – Negative Viral Follow Up Questions
After reading these tweets, please answer the following questions:
21. How do you feel about NextLink as an investment opportunity?
Very
Bad
0

1

2

3

4

5

6

7

8

9

Very
Good
10

22. What do you think the value of NextLink stock will be one year from now?
Much
Lower
-5

-4

-3

-2

-1

About
the
same
0

Much
Higher
1

2

3

4

5

9

Very
Likely
10

23. What is the likelihood that NextLink will reach its full funding goal?
Not at all
Likely
0
1

2

3

4

5

93

6

7

8

Exhibit 26
Post Experimental Questions – Demographic Questions
24. How experienced are you with crowdfunding websites (e.g. Kickstarter, Indiegogo,
GoFundMe, or similar sites)?
Not experienced
at all
0

1

Very
Experienced
2

3

4

5

6

7

8

9

10

24. How experienced are you with equity crowdfunding websites (e.g. StartEngine, SeedInvest,
or similar sites)?
Not experienced
at all
0

1

Very
Experienced
2

3

4

5

6

7

8

9

10

8

Very
willing to
take risks
9
10

25. Gender _____ F _____M ______Prefer not to answer
26. What is your age? ______
27. How willing are you to take risks?
Not at all
willing to
take risks
0

1

2

3

4

5

6

7

28.
What is the highest level of education you have completed?
Multiple choice:
Less than High School (Did not reach 9th grade);
Some High School (9th through 12th grade, but did not graduate);
GED or High School Equivalency;
High School Graduate;
Attended a Vocational or Trade School after High School;
Some College (no degree);
2-year College Degree (Associate's degree);
4-year College Degree (BS, BA, or similar);
Some postgraduate (no degree);
Graduate (Master’s Degree or higher)
Other: (please specify)
29.
Binary:

What is your household income?
Under $200,000

Over $200,000
94

Exhibit 27
Post Experimental Wrap Up – Bonus Payout Instructions
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Exhibit 28
Article Link from Decision Task Instructions
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